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THE AIRLINES DILEMMA. 

New Deal or old deal, It must be regarded as a 
basic principle that any firm or industry that is 
able to grow and expand employment under pres¬ 
ent conditions merits encouragement and sympathy, 
not burocratic indifference and oppression. Such 
a one is the aviation industry. Since the first of 
the year both President Roosevelt and the fed¬ 
eral aviation commission have recommended 
prompt air mail pay legislation by congress, but 
the only measure of encouragement so far meted 
out to the air lines is the possibility of an award 
of the niggardly mail pay rates proposed by the 
newly created air division of the interstate com¬ 
merce commission under the present law. 

Twenty-nine of the thirty-three mail routes lost 
nearly three million dollars during the last seven 
and one-half months of 1934 under the so-called 
competitive rates filed under the conditions im¬ 
posed by the present emergency legislation. Addi¬ 
tional losses accumulated since January 1 have 
so depleted the financial structures of the air lines 
that unless the government changes its parsi¬ 
monious attitude it is certain that within four 
months some of the larger companies must dis¬ 
continue operation through lack of funds. Scrimp¬ 
ing and retrenchment cannot be employed in 
aviation management. 

No basis is available for air mail rates. The 
contract bids made last spring bore no relation 
to costs. They were deliberately stated at a low 
level to protect operators' investments until the 
promised legislation was forthcoming. In the fig¬ 
ures submitted by the interstate commerce com¬ 
mission no provision has been made for variations 
in speed, night flying, frequency of service, two 
way radio communication, and the development 
of safety devices. Burocracy has forgotten all 
about the history. 


Congress decided that America needed an air 
mail service and it was established In the year 
1918. The government, of course, assumed the 
entire cost of airplane operation and ground facili¬ 
ties. Shortly thereafter certain experimental pas¬ 
senger services, to be operated by private corpora¬ 
tions, were proposed. In the year 1926 the post- 
office department proposed the consolidation of 
passenger and mail services and from then on the 
mail was flown in private ships to the advantage 
of both government and operator. The cost to the 
government, which on a representative line was at 
first $1.19 per mile, was rapidly decreased through 
greater poundage and the popularity of air travel 
until it reached 43 cents. Then Postmaster General 
Farley suddenly canceled the contracts, and air mall 
costs to the government, in the army’s attempt 
to fly the mails, were brought back to about $2.00 
per mile. Now the representative of the postofflce 
department so far forgets this situation as to main¬ 
tain that the air lines u make money carrying 
mails but lose money carrying passengers,” entirely 
overlooking the fact that if passenger fares are 
advanced to a remunerative basis the traflc will 
disappear and the government will again be obliged 
to assume the total cost of operating the ships. 

This industry—which has grown to be the pride 
of America—requires in its teething years a mall 
allowance sufficiently high to permit it to develop 
its passenger and express facilities in the public 
interest. Then mail pay can be reduced as reve¬ 
nues from other sources increase. Foreign gov¬ 
ernments support their air lines with direct sub¬ 
sidies, while our administration meets them with 
arguments involving cost of carriage, a theory 
that is not even extended to other forms of trans¬ 
portation. 











March 25, 1935. 


TO THE STOCKHOLDERS OF THE AVIATION CORPORATION: 

Submitted herewith is a copy of the Consolidated Balance Sheet as of December 31, 1934, and Consolidated 
Statement of Profit and Loss and Surplus Account for the year ended on said date, of The Aviation Corporation and 
its subsidiaries together with Consolidated Balance Sheets of American Airlines, Inc. and Canadian Colonial 
Airways, Inc., as certified by the corporation’s auditors, Arthur Young and Company. 

The results of the year’s operations tell their own story of the losses which have been placed upon this com¬ 
pany following the Government’s cancellation of the air mail contracts and the resulting demoralization of the 
aviation industry in which much of your corporation’s capital has been invested. It is not desired to comment fur¬ 
ther on this situation except to ask every stockholder to read and give careful consideration to the editorial reprinted 
from the Chicago Tribune of March 9, 1935, which is included in this report. 

The Aviation Corporation, connected intimately as it is with the progressive aviation industry, looks forward to 
the future and its opportunities rather than backward to the losses and errors of the past. Legislation adopted by 
the 1934 Congress has necessitated the divorcement of all parent corporations from any ownership of or control over 
any company holding air mail contracts. This corporation, through the investment of its stockholders’ money, 
helped pioneer the transport of the air mail, and was one of the first to carry passengers in any large volume. For 
five years we have subsidized this service for the benefit of the Post Office Department and the users of air mail. 
Our operations have been economical and efficient while at the same time progressive and designed always to keep 
pace with the continual improvements and developments of this industry. The corporation’s capital and resources, as 
well as the best efforts of its management, have been devoted to the upbuilding and improvement of its service to 
the public, motivated by the policy that such service, even if unprofitable for the time being, should be rewarded 
ultimately by increased government and public acceptance. Notwithstanding these efforts, the Air Mail Act, 
adopted by the Congress of the United States and signed by the President on June 12th, 1934, made it necessary 
for all of the officers and directors of your corporation to resign all official connections with the air lines. Your officers 
and directors were accused of no wrongdoing. They had no part in the alleged conspiracy or collusion which brought 
about the cancellation of the old air mail contracts. Their ineligibility to serve as officers and directors of the air 
lines under the law referred to arises solely because they were selected by you to manage this company’s business and 
affairs; and, furthermore, the same law made it necessary for this corporation completely to segregate its air mail 
operations not later than December 31, 1934. 

r f'h e result is that The Aviation Corporation, which has financed and developed this business at great expense to 
itself and its stockholders, is no longer allowed to have any representation in the management of the air mail cor¬ 
porations or to hold any direct or indirect interest therein. This edict of our Government has been complied with by 
the resignation of all of our officers and directors who were connected with the management of our subsidiaries holding 
air mail contracts and by the transfer to trustees for the benefit of the stockholders of this corporation as of December 
31, 1934, all of the stock of American Airlines, Inc., Canadian Colonial Airways, Inc., and 38,600 shares of the stock 
of General Aviation Corporation theretofore owned by this corporation. 

American Airlines, Inc. was organized following the cancellation of the old air mail contracts, in February, 1934, 
and as a wholly-owned subsidiary of this corporation bid upon and obtained from the Post Office Department, con¬ 
tracts for the transportation of the air maU from Chicago to New York via Detroit and Buffalo; from Boston to 
New York; from Newark, N. J. via Washington, Nashville, and Fort Worth to Los Angeles; from Chicago, Illinois 
to Fort Worth, Texas; from Chicago via Cincinnati to Washington; and from Boston via Buffalo and Cleveland to 
Nashville. Canadian Colonial Airways, Inc., likewise controlled by this corporation, through its wholly-owned sub¬ 
sidiary, American Airways, Inc., had a 10-year contract for the transportation of the air mail northbound from 
Newark, New Jersey to Montreal, Canada. General Aviation Corporation is not managed or controlled by this cor¬ 
poration, and our investment therein is a minority one. Its stock was originally acquired in 1929 when the 
corporation was known as Fokker Aircraft Corporation. General Aviation Corporation is now being liquidated, and 







holders of its stock are entitled to receive as a liquidating dividend 1)4 shares of stock of North American 
Aviation, Inc., for each share of General Aviation Corporation owned. North American Aviation, Inc., operates air 
transport lines and holds air mail contracts from New York to Miami along the eastern seaboard, and from New 
York to New Orleans, and Chicago to Jacksonville, Florida. Therefore, to comply with the air mail laws it 
seemed necessary to segregate this stock also and place same in the possession of trustees so that the rights therein 
to receive stock of the North American Aviation, Inc. would be held by the trustees for the benefit of stockholders 
of this corporation. 

The trustees selected by the Board of Directors of The Aviation Corporation to hold for the benefit of its stock¬ 
holders the said stock of the air mail contractors are C. R. Smith, President, and T. J. Dunnion, Treasurer of American 
Airlines, Inc.; and J. J. Grealis, one of the attorneys for this corporation and its subsidiaries. The instructions given 
to the trustees are to distribute or dispose of the stocks conveyed to them in trust in such manner as the stockholders 
of the corporation may determine and as required by the laws of the United States. 

The directors of your corporation are of the opinion that the stock of North American Aviation, Inc., when 
received, should be sold and the proceeds of such sale distributed to the stockholders of this corporation, and that 
the stock of American Airlines, Inc. and Canadian Colonial Airways, Inc. should be distributed pro rata to the stock¬ 
holders of this corporation at an early date. 

Preliminary to such distribution they have recommended that the Certificate of Incorporation of Canadian Colonial 
Airways, Inc. be amended and the capitalization of the corporation changed so that the outstanding stock of said 
corporation will consist of 138,887 shares of the par value of $1.00 per share. The outstanding stock of American 
Airlines, Inc. consists of 277,775 shares of stock of the par value of $10.00 per share. The outstanding stock of The 
Aviation Corporation is 2,777,750 shares of the par value of $5.00 per share. It is recommended that the stockholders 
of this corporation approve the distribution of the stock of American Airlines, Inc. on the basis of one share of Amer¬ 
ican Airlines, Inc. for every ten shares of The Aviation Corporation stock outstanding, and that the stock of Canadian 
Colonial Airways, Inc. be distributed on the basis of one share of Canadian Colonial Airways, Inc. for every twenty 
shares of The Aviation Corporation stock outstanding, and that such distribution be made in the form of voting trust 
certificates dated July 1, 1935, to the stockholders of The Aviation Corporation of record at the close of business 
May 1, 1935. It is further recommended that on July 1, 1936, such stock of North American Aviation, Inc. as shall 
have been received, be distributed to the stockholders of record of this corporation at the close of business on May 1, 
1935, unless prior to July 1, 1936 the said stock shall have been sold or disposed of by the said three trustees, and 
that the said trustees be authorized and directed, in their sole judgment and discretion, to dispose of said stock or 
sell the same at any time prior to July 1, 1936, at such price and upon such terms and conditions as they or the 
majority of them may see fit, and with instructions if such sale or disposition is made, to distribute immediately the 
net proceeds of such sale or disposition among the stockholders of record of this corporation at the close of business 
May 1, 1935, and if such sale or distribution of said stock is not made before July 1, 1936, then on such date to dis¬ 
tribute the said stock of North American Aviation, Inc. to the stockholders of record of this corporation at the close 
of business May 1, 1935, pro rata as their respective interests may appear. 

Inasmuch as The Aviation Corporation has no earned surplus out of which the foregoing recommended distribu¬ 
tions can be made as an earned dividend, your Board of Directors recommends that the par value of the authorized 
and outstanding capital stock of your corporation be reduced from $5.00 to $3.00 per share and the Certificate of 
Incorporation amended accordingly. Also that the net amount of such reduction in the capital account of the corpora¬ 
tion, or $5,555,500, being $2.00 per share on the outstanding 2,777,750 shares of capital stock, be credited to the 
paid-in or capital surplus account of the corporation. This will permit the distribution of the shares of American 
Airlines, Inc. and Canadian Colonial Airways, Inc. and the stock of North American Aviation, Inc., or the proceeds 
of the sale or disposition thereof to the stockholders of this corporation of record at the close of business May 1, 1935, 
as a partial liquidating dividend. This reduction in the par value of the outstanding shares of the capital stock of 
the corporation and amendment to the Certificate of Incorporation will be submitted to the stockholders for approval 
at the annual meeting on April 16, 1935. 

It is also recommended that you approve the appointment of C. R. Smith, T. J. Dunnion, and J. J. Grealis as 
voting trustees of the stock of American Airlines, Inc. and Canadian Colonial Airways, Inc. for the period of two 
years from July 1, 1935, so that during said period a continuity of management may be preserved and that said 






trustees may have all of the authority and power of stockholders of said corporations to vote the stock standing in 
their names as trustees upon any proposition or proposal brought before the stockholders of said corporations for 
consideration during the period of their trusteeship. 

This voting trust arrangement is considered necessary and essential in order that the present management may be 
continued and definite policies pursued by the corporations pending the final settlement of the troublesome problems 
which beset all air mail and air transport operators today. If said recommendations are adopted, stockholders will re¬ 
ceive voting trust certificates representing their distributive shares of the stock of American Airlines, Inc. and Canadian 
Colonial Airways, Inc. on July 1, 1935 and final distribution of the stocks of said companies will be made to the 
holders of such certificates two years later on July 1, 1937. Pending the ultimate distribution of said stocks, it is 
expected that application will be made to list the voting trust certificates on the New York Stock Exchange or some 
other stock exchange so that a market will be available for those desiring to purchase or sell such voting trust 
certificates. 

Having so segregated its air transport subsidiaries, your corporation was faced with the necessity of finding 
suitable investments for its capital in other enterprises having no direct connection with the transportation of the 
air mail. In this situation your directors were of the opinion that the manufacture of airplanes, aviation motors, 
controllable pitch propellers and other airplane accessories afforded large opportunities for profitable investment, 
and that both government and private purchases and use of airplanes would be greatly expanded in the next few 
years. Accordingly, as of November 30, 1934, your company purchased the controlling interest in the Stinson 
Aircraft Corporation, manufacturer of Stinson Airplanes, and all of the stock of Airplane Development Corpora¬ 
tion, manufacturer of the Vultee airplane (the world's fastest transport airplane) and of The Smith Engineering 
Company, holder of patent rights pertaining to the Lycoming-Smith Controllable Pitch Propeller; also the Air¬ 
craft Engine and Propeller Divisions of the Lycoming Manufacturing Company, and the patents, machinery, tools, 
dies, jigs, fixtures and inventory thereunto appertaining. 

Title to the purchased assets was taken in the name of a newly organized subsidiary, Aviation Manufactur¬ 
ing Corporation, all of the preferred stock and one-half of the common stock of which is owned by your company, 
and payment for said assets is to be made in cash and shares of common stock of Aviation Manufacturing Cor¬ 
poration, the sales price of the physical properties and intangible assets having been determined by the engineering 
firm of Ford, Bacon & Davis, Incorporated, as of September 30, 1934, and adjusted to date of purchase by 
Arthur Young QC Company, Certified Public Accountants. 

Stockholders of this corporation, through their interest in the manufacturing businesses so acquired and other 
investments in the portfolio of the company, as well as through their acquisition of direct ownership in the stocks 
or voting trust certificates of American Airlines, Inc. and Canadian Colonial Airways, Inc., will be enabled to 
participate both in the development and growth of the airplane industry generally, and in the future expansion of 
the air transport and air mail operations. 

We ask all stockholders who favor this program to execute and forward to the management the enclosed proxy 
for the Annual Stockholders' Meeting on April 16, 1935. Also to use the air mail and air transport service of your 
Company and to encourage your friends and acquaintances to do likewise. 

By Order of the Board of Directors. 


.Very truly your*, 



President. 






THE AVIATION CORPORATION 


ASSETS 


CONSOLIDATED BALANCE 


CURRENT ASSETS: 

Cash f 5,914,975.36 

U. S. Government and municipal bonds, at market value (Cost #681,998.35) 678,180.59 

Notes and accounts receivable, less reserve 261,118.28 

Accounts receivable from U. S. Government for flying air mail for period from 
January 16, 1934 to February 19, 1934 311,710.70 

Due fiom officers and employes 1,654.00 

Accrued interest receivable 42,370.98 

Inventories at cost, less reserve 716,284.11 

NOTES RECEIVABLE FROM AMERICAN AIRLINES, INC.: 

Due June 30, 1935, to be secured by mortgage on property and equipment 

SERIAL NOTES MATURING SUBSEQUENT TO ONE YEAR 
CAPITAL INVESTMENTS: 


Investments in aeronautical securities representing less than majority ownership, at fair 
values determined by directors at December 31, 1932 (Market value December 31, 

1934 #2,802,631) 

INVESTMENTS IN STOCKS OF AIRLINE OPERATING COMPANIES, which 
stocks are held in trust for the benefit of stockholders of The Aviation Corporation, 
in compliance with Section 7(b) of the Air Mail Act of 1934: 

All of the issued and outstanding capital stock of— 

American Airlines, Inc., at net tangible asset value—December 31, 1934— 

as shown by attached statement # 1,406,358.09 

Canadian Colonial Airways, Inc., at net tangible asset value—December 31, 

1934—as shown by attached statement 131,903.54 


# 1,538,261.63 

Investment in 38,600 shares of #1 par value capital stock of General Aviation 
Corporation (980,900 shares total outstanding) at fair values determined by 
directors at December 31, 1932 (Market value December 31, 1934 #207,475) 106,150.00 


LAND, BUILDINGS, MACHINERY AND OTHER EQUIPMENT—MANUFAC¬ 
TURING (AT COST) # 1,038,754.74 

Less : Reserve for depreciation 231,463.83 


LAND, BUILDINGS AND OTHER EQUIPMENT—IN PROCESS OF LIQUIDA¬ 
TION (AT COST) # 1,831,857.67 

Less : Reserve for depreciation 1,625,532.04 


IDLE PROPERTY AND EQUIPMENT, AT VALUES DETERMINED BY 
DIRECTORS # 1,143,377.10 

Less: Reserve for depreciation 436,782.05 


# 7,926,294.02 

3,137,512.78 

10,000.00 


726,236.00 


1,644,411.63 


807,290.91 


206,325.63 


706,595.05 

33,940.13 

623,074.90 


DEFERRED CHARGES 

DEVELOPMENT EXPENSES, PATENTS, ETC. 


#15,821,681.05 


















AND SUBSIDIARY COMPANIES 


SHEET - DECEMBER 31, 1934 

LIABILITIES 

CURRENT LIABILITIES: 

Accounts payable 
Accrued liabilities 
Due on purchase of properties, etc. 

ADVANCES FROM CANADIAN COLONIAL AIRWAYS, INC. 
PURCHASE MONEY OBLIGATIONS 

RESERVE AGAINST PROPERTIES, LEASES AND CONTINGENCIES 

MINORITY STOCKHOLDERS* INTEREST IN SUBSIDIARY COMPANIES 

CAPITAL STOCK AND SURPLUS: 

Capital stock— 

Authorized—5,000,000 shares, 
par value £5 per share 

Issued—2,831,041 shares, 

par value #5 per share 

Less : 

53,288 shares in treasury 
(Cost #197,308.87) 

Outstanding in the hands of the public 
Paid-in surplus (Exhibit D) 

Earned surplus—deficit (Exhibit C) 


#14,155,205.00 

266,440.00 

—2,777,753 shares 

# 122,643.55 

1,603,060.98* 


# 152,355.84 

66,494.45 
1,917,599.54 


#13,888,765.00 


1,480,417.43* 


(Options on stock exercisable prior to January 1, 1937 are outstanding 
as follows—1,297,666 at #20 per share) 

* Red 


# 2,136,449.83 
35,168.66 

42,600.00 

961,963.43 

237,151.56 


12,408,347.57 


#15,821,681.05 

















THE AVIATION CORPORATION 


CONSOLIDATED STATEMENT 
For the Year Ended 


EXHIBIT B 

(Including statement of operations of airline 
been deposited in trust for the benefit of 

The Aviation 
Corporation and 
Subsidiaries, 
excepting 
American 
Airways, Inc., 
shown separately 
year ended 
Dec. 31,1934 


Profit or loss from operations before provision for obsolescence and depreciation__ £ 29,062.85* 

Provision for obsolescence and depredation_____ 4,614.69 

Loss from operations after provision for obsolescence and depreciation__ £ 33,677.54* 

Other income: 

Interest earned-- £ 40,562.82 

Dividends received_____ 33,793.50 

Miscellaneous (net)__ 48,533.70 


£122,890.02 
£ 89,212.48 

Expense of parent company____ 116,504.94 

£ 27,292.46* 

Profit on liquidation of surplus flying equipment, etc.___ 

£ 27,292.46* 


Profit from security transactions (net)____ 43,015.77 

Net profit or loss , before provision for income _£ 15,723.31 

Provision for United States and Canadian income taxes of subsidiary companies ___ 

Consolidated net loss f 15,72331 

Deduct: Portion of above losses of subsidiary companies applicable to minority interests_ 17,135.66 

Net profit or loss applicable to The Aviation Corporation_£ 32,858.97 


(1) From January 1, 1934 to February 19, 1934, operated airlines which held air mail contracts. 

(2) From February 19, 1934 (date of cancellation of air mail contracts) to May 13, 1934, operated airlines without air 

mail contracts. 

(3) On May 13, 1934, the company ceased operation of airlines and leased certain properties and equipment to American 

Airlines, Inc., a new company which obtained air mail contracts an doperated thereafter as shown separately. 


* Red. 












































AND SUBSIDIARY COMPANIES 

OF PROFIT AND LOSS 
December 31, 1934 

operating companies, the stocks of which have 
stockholders of The Aviation Corporation) 


American 

Airways, Inc., 
year ended 

Dec. 31,1934 
(See footnote) 

t 

The Aviation 
Corporation, 
consolidated 
total 

American 

Airlines, Inc. 
period from 

May 13,1934 

to 

Dec. 31,1934 

Canadian 
Colonial 
Airways, Inc. 

year ended 
Dec. 31,1934 

£532,504.05* 

427,674.20 

£561,566.90* 

432,288.89 

£ 724,419.73* 
638,599.85 

£ 54,082.16 
19,326.20 

£960,178.25* 

993,855.79* 

£1,363,019.58* 

£ 34,755.96 

£ 14,718.43 

50,315.95* 

#55,281.25 

33,793.50 

1,782.25* 

8,372.33* 

£ 2,219.54 

4,314.11* 

£ 35,597.52* 

£ 87,292.50 

£ 8,372.33* 

£ 2,094.57* 

£995,775.77* 

£ 906,563.29* 
116,504.94 

£1,371,391.91* 

£ 32,661.39 

£995,775.77* 

108,063.01 

£1,023,068.23* 

108,063.01 

£1,371,391.91* 

£ 32,661.39 

£887,712.76* 

791.23* 

£ 915,005.22* 
42,224.54 

£1,371,391.91* 

£ 32,661.39 

£888,503.99* 

£ 872,780.68* 

£1,371,391.91* 

£ 32,661.39 
5,348.00 

£888,503.99* 

£ 872,780.68* 
17,135.66 

£1,371,391.91* 

£ 27,313.39 

£888,503.99* 

£ 855,645.02* 

£1,371,391.91* 

£ 27,313.39 


Combined 

total 


j£ 1,231,904.47* 
1,090,214.94 

£2,322,119.41* 


£ 57,500.79 

33,793.50 
14,468.69* 

£ 76,825.60 


£2,245,293.81* 

116,504.94 

£2,361,798.75* 

108,063.01 


£2,253,735.74* 

42,224.54 

£2,211,511.70* 

5,348.00 

£2,216,859.20* 

17,135.66 

£2,199,723.54* 


































































THE AVIATION CORPORATION 

and Subsidiary Companies 
EXHIBIT c 

EARNED SURPLUS (DEFICIT) ACCOUNT 
DECEMBER 31, 1934 

Surplus, December 31, 1933 
Deduct: 

Net loss for year ended December 31, 1934 (Exhibit B) 

Adjustment of investment in subsidiaries (the stocks of which are held 
in trust as shown on the balance sheet) to the value of net under¬ 
lying tangible assets: 

American Airlines, Inc. (1) $1,371,391.91 

Less: 

Canadian Colonial Airways, Inc. (2) 27,31339 

1,344,078.52 

2,199,723.54 

Deficit, December 31, 1934 $1,603,060.98 


(1) Representing net loss for the period from May 13, 1934 to December 31, 1934 (Exhibit B) 

(2) Representing net profit for the year ended December 31, 1934 (Exhibit B) 


$ 596,662.56 

$ 855,645.02 


EXHIBIT D 

STATEMENT OF PAID-IN SURPLUS 
DECEMBER 31, 1934 

Balance, December 31, 1933 $ 53,542.87 

Add: 

Adjustment arising through appraisal of 

property and equipment of subsidiary 69,100.68 

Balance, December 31, 1934 $ 122,643.55 


To the Board of Directors , 

The Aviation Corporation. 


March 19, 1935. 


We have made an examination of the consolidated balance sheet of The Aviation Corporation and its subsidiaries as at December 31, 1934 

and of the consolidated statements of profit and loss and surplus for the year 1934. In connection therewith, we examined or tested the accounting 

records of the companies and other supporting evidence, and obtained information and explanations from officers and employes of the companies; 
while we did not make a detailed audit, we made a general review of the accounting methods and of the operating and income accounts for the year. 

As of November 30, 1934, The Aviation Corporation purchased from affiliated companies the controlling interest in stocks of certain com¬ 
panies engaged in aeronautical manufacturing. The accounts of the companies purchased are consolidated in the statements submitted herewith. 

In compliance with Section 7 (b) of the Air Mail Act of 1934, The Aviation Corporation has deposited with trustees the stocks representing 
investment in airline operating companies, two of which were wholly owned, namely, American Airlines, Inc. and Canadian Colonial Airways,, Inc.; 
the accounts of the two companies are submitted separately herewith and are based on our examinations excepting that we accepted the report of 
other independent accountants in the case of a Canadian subsidiary of Canadian Colonial Airways, Inc. 

In our opinion, based upon such examination, the accompanying consolidated balance sheet and related consolidated statements of profit and 

loss and surpus fairly present, in accordance with accepted principles of accounting consistently maintained by the companies, their consolidated posi¬ 

tion at December 31, 1934 and the results of their consolidated operations for the year ended on that date. 

ARTHUR YOUNG ft CO.. 

Certified Public Accountants. 














AMERICAN AIRLINES, INC. 

and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1934 


CURRENT ASSETS: ASSETS 

Cash 

Notes and accounts receivable, less reserve 
Due from officers and employes 
Inventories at cost, less reserve 

FLYING EQUIPMENT, AT COST 

Less: Reserve for obsolescence and depreciation 

LAND, BUILDINGS AND OTHER EQUIPMENT USED IN OPERATIONS, AT COST 
Less: Reserve for depreciation 

DEFERRED CHARGES 


$ 922,604.91 
226,574.04 
1,874.09 
506,066.08 


*1,788,104.45 
99,271.17 


$1,702,755.67 

32,801.61 


$1,657,119.12 

1,688,833.28 

1,669,954.06 

68,029.95 


CURRENT LIABILITIES: LIABILITIES 

Accounts payable 
Accrued liabilities 

UNEARNED REVENUE 

capital* tock E and Surplus ED BY mortgagb on property and equipment 

Capital stock— 

Authorized—500,000 shares, par value $10 per share 
Issued—277,775 shares 

Earned surplus—deficit, representing net loss for period from May 13, 1934 to 
December 31, 1934 (Exhibit C) 


$ 448,432.78 
40,106.22 


$2,777,750.00 

1,371,391.91* 


♦Red. 


CANADIAN COLONIAL AIRWAYS, INC. 

and Subsidiary Companies 


$5,083,936.41 


$ 


488,539.00 

51,526.54 

3,137,512.78 


1,406,358.09 

$5,083,936.41 


CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1934 


(After giving effect, as at December 31, 1934, to retirement of the outstanding preferred stock and the issue of 138,887 1 / 2 shares of capital 
°* ~f P ar va ^ P* r ®^ are * n exchange for 15,392 outstanding shares of common stock of no par value, in accordance 
with amendment to Certificate of Incorporation adopted by Board of Directors March 15, 1935 and approved by stockholders at 
meeting held March 19, 1935) 


CURRENT ASSETS: ASSETS 

Cash 

Accounts receivable 
Inventories 

ADVANCES TO AMERICAN AIRWAYS, INC. 

FLYING EQUIPMENT, AT COST 
Less: Reserve for depreciation 

OTHER EQUIPMENT, AT COST 
Less : Reserve for depreciation 


$113,334.84 

17,109.82 

1,333.94 


$ 8,780.66 

5,165.75 


$ 2,554.16 
1,646.83 


$131,778.60 

35,168.66 

3,614.91 


IDLE PROPERTY AT VALUE DETERMINED BY DIRECTORS 
Less: Reserve for depreciation 


$ 51,660.20 
10,660.20 


907.33 


DEFERRED CHARGES 
ORGANIZATION EXPENSES 


41,000.00 

25.00 

9,983.96 


CURRENT LIABILITIES: LIABILITIES 

Accounts payable 
Accrued liabilities 

PURCHASE MONEY OBLIGATIONS 
CAPITAL STOCK AND SURPLUS: 

Capital stock— 

Authorized—150,000 shares, par value $1 per share 
Issued—138,887 Vi shares, par value $1 per share 
Paid-in surplus 


$222,478.46 

$ 27,837.50 
11,753.46 

- $ 39,590.96 

41,000.00 


$138,887.50 

3,000.00 

- 141,887.50 


$222,478.46 
































